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OIL  AND  GAS  LEASE 

(PAID  UP) 

p^EEMmNT'  Tade  aJ3?  entered  into  this  day  of  Januar*  2008  by  and  between  M  &  K  Investments,  LTD.,  a  Texas  Limited 
^Tl^ToT™**  7iiW^  "T*  Ar"n9t°n'  Texas  76001'  Parly  of  the  first  Part-  h^n^  called  Lessor  (whemVr 

l"e  and  Palomaiamett'  LL0,  WhOSe  addreSS  is  1021  Main  Straet*  Sulte  2600'  Housto".  Texas  77002,  Par*  ofthe 
second  part,  hereinafter  called  Lessee.  y 

L2?™E? SETHi  TIlat ?id.  LeSS°r*  f0f  and  in  ^^ratton  of  ONE  OR  MORE  DOLLARS,  cash  in  hand  paid,  receipt  of  which  is 

^ifH^0W,ed9!la,nd  °f  ^  C°VenantS  and  ^^s  hereinafter  contained  on  the  part  of  Lessee  to  be  paW  C  and 

^TTi  9?  ?'  dem',Sed'  ,e!8ed  and  let  and  by  ^  presents  does  9rant- demise- 'ease  a"d  W  ""to  the  said  Lessee,  for  the 
purpose  of  investigating,  explonng,  by  geophysical  or  other  means,  prospecting,  drilling,  and  operating  for  and  producing  oil  and  all 

n^H^hatSOeVer  T ^  V*?  indUdin9  a"  aS80Ciated  hydrocart™s  produced  in  a  liquid  or  gaseous  form,  aFso  including  sulphu 
•SfS  Inn  T'ati0n  Wth  °iZr  9aS'  hereinafter  retimes  collectively  referred  to  as  "oil  and  gas",  injecting  gas,  waters,  <5£ 
£n£  *n SS^STf  seou%sub^nces  ,nto  subsurface  strata,  laying  pipelines,  storing  oil,  building  tanks,  powe?  stations,  telephone 
SZl h *  a!ldth,T  hereon  to  produce-        take  Mre  of,  treat,  process,  store  and  transport  said  oil  and  gas  and 

™ ™f  J^^f  *arefr°m'  *he  following  described  land,  together  with  any  reversionary  rights  riparian  rights  and  after- 
acquired  interest  therein  situated;  in  the  County  of       Tarrant  State  of  Texas, 

A^^fL0^^0?^-^  beJng,mo™  Particularly  described  as  being  a  Tract  of  Land  Situated  In  the  0.  Harris  Survey, 

v^rt^n^^l    KfltooT  22?m  S°Unty' Texas' and  be,n9  more  Particularly  described  in  a  Warrant  Deed  with 

J^n^^  ^^tTT  2L2°02  and  recorted    Volume  16029'  PaSe  173'  P,at  Tarmrt  County,  Texas,  and 

amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

^«„i^n^eV*IO♦^ent^i,  *  6,a8  «!aS6'  Whereby  LeS8ee' ,te  *ucc«*ort>  or  assigns,  shall  not  conduct  any  operations,  as 

™wl  ^h  J  d8  t0  ?>mpri8e  an  °"  and/or  8as  development  unit.  This  clause  shall  take  precedence  over  any 
reference  ofthe  surface  operations  contained  within  the  preprinted  portion  of  this  lease. 

and  containing    1.840     acres,  more  or  less 

t^JVL^T**^* thiS  't!Se  I?  remain  in  force  for  a  term  of-^-  veare       date  <herein  ^"ed  Primary  term)  and  as  long 

th    *£l  °r  6      °f  them'  'S  Pr0dUC6d  °r  c"pabto  °f  being  prodUCed  from       land  by  the  Lessee.  In  considered 
of  the  premises  the  said  Lessee  covenants  and  agrees: 

1  st.  To  deliver  to  the  credit  of  Lessor,  in  the  pipeline  to  which  it  may  connect  its  wells,   25  %  part  of  all  oil  f  includino  but  not 

K -"ZECS  SSasKS" and — fom  - teased  premises-  ~s "     its        « - 

2nd.  To  pay  Lessor  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  a  royalty  of   25  %  of  the 

h  r  83,6  there°f' ,6SS  3  proportionate  part  * 106  P"***n.  trance  and  otheTe^cise  texes 
%&J£ L*lTh ?  k.  y    f.      in  del,venn9-  Processing,  compressing,  transporting,  or  otherwise  making  such  gas  or  other 
,7    >?b^  S3ld  ParentS  *°  66        month,y-  lf  9as  ^  any  we" or  we,,s  ^  the  premises  capable  of  producing  gas 
quant,t,eStKS  n0t  !?'d  °r  ^  °ff  me  premises  or  in  106  of  gas  for  a  period  of  one  (1 )  year  or  more  during 

which  ftme  there  "a  no  other  producfton  from  the  leased  premises,  then  Lessee  shall  pay  or  tender  as  royalty  for  such  annual  pVnod  a 
sum  of  one  dollar  ($1 .00)  per  net  acre  within  ninety  (90)  days  after  the  end  of  such  annual  period  ^ 

nftVftrthlait«hIXPira!!0n  °f  m,  Pfimary  T'  LeSSee  'S  °°n6u^  operations  for  drilling,  completing  or  reworking  a  well,  this  lease 
(ll^Z  nn Sth^a"  ^ontinue  as  ^  a»,««h  operations  are  prosecuted  or  additional  operations  are  commenced  and  prcsecuteS 
£r22^«  LIT6  %8UCC88Blve  we"s>  ^  no  <*ssation  of  more  than  90  days,  and  if  production  is  discovered,  this  Vease  sha» 
S^Z  nflT9  thHeraafter  as  0,1  or  9as; are  P^^ed.  In  addition,  if  at  any  time  or  times  after  the  primary  term  there  is  a  tote 

oTS^^!S£^     anICaUSe  (S«bjeCt  t0  th6  force  majeUre  Drovisions)- this  ^  shall  not  terminate  if  Lessee  commences 
or  resumes  any  drilling  or  reworking  operations,  or  production,  within  ninety  (90)  days  after  such  cessation    Drilling  operations  or 
mong  operat.ons  shall  be  deemed  to  be  commenced  when  the  first  material  is  placed"^  the  leased  premS  or  when  ZZZo* 
other  than  surveying  or  staking  the  location,  is  started  thereon  which  is  necessary  for  such  operations 

thP^nf  aXe..'thTby  grant^^e  n"9h; at  any  time  and  fr0"1  *™  to  time  to  unitize  the  leased  premises  or  any  portion  or  portions 
ofTnr  .ril      ?  °r  aZ       !H  °r  Stfata' With  any  0ther  land$  as  t0  811  strata  or  any  8tratum  or  strata,  for  the  pSjucUon  primanly 

11  orPf^MhJyn^  Wth  °r  ^  d,St' "ate"  H°Wever'  n°  un,t  for  the  Production  Primari,y  of  oil  shall  embrace  more  than  160 
acres,  or  for  the  production  pnmanly  of  gas  with  or  without  distillate  more  tiian  640  acres;  provided  that  if  any  governmental  regulation 
shall  presenbe  a  spacing  pattern  for  the  development  of  the  field  or  allocate  a  producing  allowable  based  onTreage  pe  will  then 

in tl t may  embraCe  3?  ":UCh  addit'0nal  aCreage  as  may  be  30  Prescribed  or  as  may  be  used  in  such  allo^KaTowaWe 
In  the  absence  of  governmental^  prescribed  spacing,  Lessee  shall  file  written  unit  designations  in  the  county  in  which  the  teased 

SSo^         ?P6JSi0nS  Up°n  aHd «fr°dUCti0n  fTOm  the  unit  Sha"  66  «  if        operations  were  upon  oluch 

production  was  from  the  teased  premises  whether  or  not  the  well  or  wells  are  located  thereon.  The  entire  acreage  within  a  un  t  shaH 
be  treated  or  all  purposes  as  if  it  were  covered  by  and  Included  in  this  lease  except  that  the  royalty  on  productfonThe  unrt  ^al  be  as 

an^r^n      ^  T*J?  the  am°Unl  °f  any  shut  in  9as  roya"ties-  only  *»  ^  of P£  acn^age^ ^ri^aHy  e?sS 

^J^S^^°^  V  k  S  ,ease  sha"  be  counted'  ln  ^SP^  to  production  from  the  unit,  Lessee  shall  ply  Lelsor.  I  Heu  of 
™LTS2SS2?^  proportion i  of  the  royalties  stipulated  herein  as  the  amount  of  this  acreage  placed  in  the  unit,  or  his 
royalty  interest  therein  on  an  acreage  basis,  bears  to  the  total  acreage  In  the  unit 

wh*th  J^h^LT8  3  'eSf^  inleresl.in,  *e  above  described  "and  than  the  entire  and  undivided  fee  simple  estate  therein, 
1118 ta  *  J wb°V!  38  Whf  l°r  Partial  interest'  ^  me  royalties  nerein  P'wWed  shall  be  paid  to  the  Lessor  only  in  the 
L?Sh1I  ?  TT  bZT  ?  thQ  Whole  Undivided  fee-  ln  addition'  Lessea  shall  have  a  right  to  issue  a  re^cemen  d  aft 
t^£ltSS .  h  t6rldTd  f0f  bonus' royatty  or  other  payment,  which  payment  was  based  on  Lessor's  ownership  intent  n  Se 
™£  t:  10  tHe  TnX  '*  is-determined  by  Lessee  that  Lessor  owns  a  lesser  Interest  in  such  land  man  the  amount  on 
which  such  royalty,  bonus  or  other  payment  was  based  and  in  the  event  a  draft  has  already  been  paid  prior  to  the  dlsWrv  of 

S  Tr^n  L6f  ?k  8ha"  J?aVe  3  ri9ht  *°  reimbureed  f0r  such  overpayment  upon  makfng  ^JZ£Z5*£ 
also  have  nghts  of  setoff  against  other  or  future  royalty  or  other  payments  in  order  to  recover  such  overpayment  it  beinrunden^od 
and  agreed  by  the  parties  that  Lessor's  payments  of  bonus,  royalty  or  other  payments  that  are  bSSs  n€?min«r7S2 
ownership  shall  be  adjusted  to  reflect  Lessor's  true  net  mineral  acre  ownership  Lessors  net  mineral  acre 

u^tar  ^Le88^  Shf  1'  haV8  fl!!Jflht  t0  US6,  free  0f  cost' gas'  oil  and  water  Produced  on  said  land  for  its  operations  thereon  except 
water  from  welis  of  Lessor.  When  requested  by  the  Lessor,  lessee  shall  bury  his  pipelines  below  plow  depth  Nc ^eHsha  I  todS led 

written  consent  of  the  Lessor.  Lessee  shall  pay  for  all  damages  caused  by  its  operations  to  growing  crops  on  said  land. 


oblfcaJ^  — d9Sd  ab°-  L^  -  ^  is  no, 

under .^3^^  pipeline  righ,of  way, 

ftlBMiBiilt 

ES9  qL  h  ^  ^  ^  L,eSS°r  8n  eXtenSIOn  P3*"™1  of  $15'000-^  P*  not  mineral  acre  for  the  land  then  covered  by  the  extended 
hfs        1^  k  3  18  *°         3L LeSSOr,S  address  above  or  last  known  address-  ,f  L^ee  exercises  this  opto me -Prima™ tomTf 
IS^i^iSr^  k  ^hCOntinutous-  commencin9  on  the  date  °f  the  lease  and  continuing  from  tfftoto^Td? 
extended  pnmary  term.  Lessor  hereby  grants  any  such  extensions  of  this  lease  without  necessity  of  an  amendment  to  said  lease 
flnH,nr  ^  result  of  land  development  in  the  vicinity  of  the  lease  premises,  governmental  rules  or  ordinances  regarding  weM  sites 
£££  m^  hlT  VH0nS/?  may  be  861  **  in  **  lease  and/or  ^ ,eases  in  the  vicinity,  surface  locations  to w7sS  Intte 

^<^S!ee  T  enC0U?r  diffiCU,ty  SeCUr"19  SUrfaCe  ,0cation<s>  for  dril,ln9-  ^  oSS  opera^ns 

vSS? 7  if  *n™n  X  k9  °r  T  °F>erat,ons  are  eith*r  restricted  or  not  allowed  on  the  lease  premises  or  other  leases  in  the 

^«^rlli         3 iny  SUOh  °Perati°ns  Mnducted  at  a  ,ocatfon  °ff  <*      '^se  premises  or  off  of  lands w^which  Z 

mfmo^  nTn  m  P°°'!d  m  acc?rdance  with  this  lease.  Prided  that  such  operations  are  associated  with  a^M^A^t  the 
thi^io^f \1  h     reworking,  producing  or  other  operations  under  the  lease  premises  or  lands  pooled  therewrth "35? to  pramof 

J  rf^^J ^eem6d  °Prrah°nS  C°ndUCted  °n  me  lease  premises-  Nothin9  stained  in  this  paragraph  is  in  ended Tto  mSHnv 
surface  resections  or  pooling  provisions  or  restrictions  contained  in  this  lease  except  as  expressly  stated  *  V 

a^  I"  6Ven  ?at  L6SS0r'  durin9  the  primary  term  or  extension  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willlna  to 
an^LT  ^  °fff.un9,t0  Purchase  fr0m  Lessor  a  ,ease  coverin9  a"y  or  all  of  the  substances  covered  b^sTease  and 
covenng  all  or  a  porfcon  of  the  land  described  herein,  with  the  lease  becoming  effective  upon  expiration  o^WsTease  LessT herebv 

S£  a^*S*eVn  "T*  °f  ^  0ffer  immediately.  including  In  the  notice  the  name  and  adSress  of  SHinTS)^ 
11  h       f  Pf  'T*-1^8  and  oo^on*  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  the  ^rf  ofta£ta  M 

'nv  SSTh °  ,S'Xty  (6,0)  dayS  w>houl  ^eS8ee  or  commencing  to  meet  the  alleged  breaches  shall  be  a  cTdTo [pwri^Uo 

th« hrS l^t^  K°r,any  °Te-  'fl  wKhi"  SiXty  (60)  days  after  tne  receiDt of  such  Notice  Lessee  shall  meetTcommenTt^ 
the  breaches  alleged  by  Lessor,  Lessee  shall  not  be  deemed  to  be  in  default  hereunder  commence  to  meet 

Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee  which  mav  be  exercised  bv  L 
giving  notice  o  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deeded a  well  SpaXoToroduc^n 
paying  quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed  ^        P  9 

mann^as^  .! *  "T**  """"S  h  ^         shou,d  a  shut-'n  ^a,tv  n°t  be  properly  made  in  a  timely 

wriC  nnL^  ?  k  SJf  f '  LeSSOr  may'  at  Lessor^s  option'  elect  to  te^inate  the  applicable  portion  of  this  lease  by  sendina 
wntten  notice  to  Lessee  by  certified  mail;  provided  that,  Lessee  shall  then  have  thirty  (30)  days  from  the  date  of ^cefp  of  slch  9 


written  notice  in  which  to  avoid  termination  of  the  applicable  portion  this  lease  by  making  or  causing  to  be  made  the  proper  shut-in 
royalty  payment.  If  such  shut-in  royalty  payment  is  not  made  on  or  before  the  expiration  of  said  30  day  period,  Lessor  may  elect  to 
terminate  the  applicable  portion  of  this  lease  by  filing  a  Notice  of  Termination  with  the  County  Clerk  in  the  county  where  the  lease 
premises  are  located.  The  effective  date  of  said  termination  shall  be  the  date  said  Notice  of  Termination  is  filed  with  the  said  County 
Clerk. 

Lessee  and  Lessee's  successors  and  assigns  may  assign  or  sublease  this  lease,  in  whole  or  in  part,  provided 
Lessor  shall  be  given  60day  written  notice  prior  to  any  and  all  such  assignments  and  subleases,  and  shall  be 
furnished  with  full  information  with  regard  thereto. 


\iH 

IN  TESTIMONY  WHEREOF,  we  sign  this  the  *     day  of  January,  2008 


STATE  OF  TEXAS} 

(ACKNOWLEDGMENT  FOR  INDIVIDUAL) 
COUNTY  OF  TARRANT}  i  ^ 

Before  me,  the  undefcifgfied,  a  Notary  Public,  in  and  for  said  Count*  and  State,  on  this   ^     day  of  •J^pou^t/  2008, 

personally  appeared  QVU\e*s/ fwf1  »    A-  JWiJTfrtSXrs  ^OfP^s  to  me  known  to  be 

the  identical  person  who  executed  the  within  foregoing  instrument,  and  acknowledged  to  me  that  fff^  executed  the  same  as 
free  and  voluntary  act  and  deed,  for  the  uses  and  purposes  therein  set  forth. 

IN  WITNESS  WHEREOF,  I  have  hereunto  set  my  official  signature  and  affixed  my  official  seal  the  day  and  year  first  above 

written. 


yU>u3  (A. 


Notary  Public 


My  commission  expires: 


JOHN  B.  CLARK 
Notary  Public.  State  of  Texas 
My  Commission  Expires 
September  14, 2011 


